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TO: 

FROM: 

Each Supervisor 

Bryce Yokomizo, Director 

SUBJECT: USDA LETTER DATED APRIL 26,2002 ON FISCAL LIABILITY BASED 
ON FOOD STAMP ERROR RATE FOR FEDERAL FISCAL YEAR 2001 

This is to update you on the California Food Stamp error rate and corresponding fiscal 
liability. 

On April 26, 2002, the United States Department of Agriculture (USDA) sent a letter to 
Governor Gray Davis (attached) which advised that the California Food Stamp error 
rate for Federal Fiscal Year (FFY) 2001 is 17.37%, as compared to the national 
average of 8.66%. The USDA further indicated that based on this performance, 
California is subject to a liability of $115,755,306, after adjustments were made based 
on the effects of high proportions of earners and immigrants in California’s caseloads. 
We do not yet know the amount of pass-through to Los Angeles County, but it could be 
as high as $88 million. 

In FFY 2000, when California was faced with a high error rate, the fiscal liability was 
mitigated from $42.4 million to $1 1.8 million. As part of a settlement agreement with 
USDA, the State was allowed to reinvest $1.45 million into reducing the Food Stamp 
error rate, of which Los Angeles County’s share was $1 million. If the State’s error rate 
is not at the national average or lower by FFY 2003, the State will be at risk to pay the 
full $1 1.8 million. Los Angeles County’s share would be $8.5 million. 

The Department is working aggressively to moderate the fiscal liability for FFY 2001 by: 
1) working with CDSS to mitigate the overall amount to the State based on the impact 
of implementing a system as large as LEADER, 2) working with the other affected 
counties to lessen fiscal liability to counties, and 3) identifying new corrective action 
projects. 

As was done last FFY, federal regulations allow states the opportunity to settle the 
sanction and reinvest the sanction amount in new activities that would reduce errors. 
The State is evaluating all of its options. 
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Federal regulations consider certain criteria as a possible basis for relief from liability 
claims. One that is applicable to Los Angeles County is a change in the Food Stamp 
Program or other state programs that has a substantial impact on the management of 
the Food Stamp Program, or program changes that are not common to all states (such 
as implementation of the LEADER system). 

The Department will continue to work with the State to mitigate the current sanction and 
aggressively pursue the identification of new county error reduction projects to prevent 
future sanctions. I will keep you apprised of issues related to the Food Stamp error 
rate and fiscal liability. 

BY: ps 

Attach men t 

c: Chief Administrative Officer 
County Counsel 
Auditor-Controller 
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W net impact of the reduction chbngts California’s FY 2001 liability fhm 
$138,596,123 to $115,755,306. 
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